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Euro area

German jobless claims rise the most in seven months while job vacancies fall to 3-year low

While the euro area unemployment rate fell to a new series low of 6.4% in April, today’s figures from Germany and Spain
suggested that labour market momentum is not as firm as that headline figure might imply. The return of German GDP to
growth in Q1 (0.2%Q/Q) had coincided with a very modest increase in employment of 29k. And today’s figures pointed to
only a slight firming in job growth at the start of Q2, with the number of people in work in April rising by 25k. While that
represented the biggest monthly increase in thirteen months, it also marked growth of just 0.1%M/M and remained well
below the average monthly rise in the five years before the pandemic (43k). And compared with a year earlier, employment
was still up just 0.2% (110k). Moreover, the claimant count rate moved sideways in May at 5.9% for a sixth consecutive
month. And the number of people in unemployment rose by 25k — the most in seven months — to 2.76mn, the highest level in
more than two years. While surveys point to a pickup in recruitment intentions in services, they also suggest that firms in
manufacturing and construction are still looking to cut headcount. And with the number of job vacancies having declined in
all but one month in the past 24 to a three-year low of 706k, today’s figures still suggest that the labour market in the euro
area’s largest member state is becoming gradually less tight.

Spanish employment at record high, but joblessness also edged up in May in adjusted terms

Following the more rapid growth in economic output in Spain in Q1 (0.7%Q/Q), and tallying with upbeat survey measures of
hiring intentions, today’s Spanish labour market figures reported a further notable increase in the number of people in
employment in May, by 62.5k to a new record high of 21.14mn. This represented growth of some 2.4% (500k) compared with
a year earlier. And the Ministry of Employment and Social Security confirmed a further notable decline in registered
unemployment for a seventh consecutive month, by 58.7k to 2.61mn, the lowest level in sixteen years. The drop was led by
services (-44.5Kk) as firms geared up for the summer tourism season, while there were also modest declines in manufacturing
and construction. But when adjusting for seasonal effects, today’s figures pointed to a second increase in joblessness out of
past three months, albeit by a modest 4.5k, to be still down 133k compared with a year ago. And with the Commission
survey having flagged a moderation in hiring intentions in its most recent survey, we expect Spanish jobs growth to slow over
coming months.

The day ahead in the euro area

After consumer core goods inflation fell to just 0.1%Y/Y in May and yesterday’s final manufacturing PMls implied that cost
growth continues to slow, tomorrow’s release of producer price figures for April will provide further insight into disinflation in
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the factory sector. Prices are expected to fall for a sixth successive month. But given base effects, the annual pace of decline
in producer prices will slow to the softest since last June, albeit still marked at -5.3%Y/Y. Wednesday will also bring final
services PMI results for May. The flash release saw the headline activity index move sideways at 53.3, the joint-highest for a
year, with the new business component up to a 13-month high of 53.6. And while services inflation jumped in May,
policymakers might take some comfort from the easing price pressures in the sector implied in the PMIs, with the prices
charged index down 1.8pts to a three-year low of 54.1. Among the member states, French industrial production figures for
April are expected to report a modest increase on the month, albeit merely reversing the decline in March (-0.3%M/M).

UK

Retail sales survey suggests only modest pickup in spending in May

While retail sales fell sharply in April as unseasonably wet weather dampened demand on the High Street, surveys suggest
that spending on goods made a modest recovery last month. Consistent with the CBI’s distributive trades survey, today’s
BRC retail monitor suggested that the value of total sales rose 0.7%Y/Y in May following a slump of 4.4%Y/Y in April. But
smoothing for monthly volatility — associated not least with the timing of Easter — sales were up just 0.3%3M/Y, a 22-month
low. And like-for-like sales were up a more modest 0.4%Y/Y to be merely flat on a three-month basis. Like-for-like food sales
rose 2.9%3M/Y, the softest growth rate in two years, while non-food store sales fell 3.3%3M/Y. Indeed, the BRC reported that
while the early Bank Holiday weekend brought increased spending on DIY and gardening equipment as well as strong sales
of clothing and electronics, bad weather continued to weigh on demand over the rest of the month. Consumers also
increased spending online in May, with sales rising (1.5%3M/Y) for the first time in almost three years. The downtrend in the
value of sales in part reflects steady disinflation on the High Street. Indeed, when adjusting for the BRC’s measure of shop
price inflation, growth in retail sales volumes rose to 0.1%Y/Y, the second-strongest pace since March 2022, albeit barely
better than flat. Despite improving confidence and rising real disposable incomes, consumers remain reluctant to increase
spending on big-ticket items, suggesting that retail sales growth will remain relatively subdued. But soft spending on goods
will be offset by higher expenditure on services. As such, we expect household consumption to provide a boost to GDP
growth over the summer and beyond.

The day ahead in the UK

Wednesday will bring just the final services PMIs and new car registrations figures for May. The flash UK PMls signalled a
notable slowdown in growth momentum in the middle of Q2, with the activity index declining 2.1pts to 52.9, a six-month low,
and the new business component down 2.6pts to 51.8, similarly the lowest since November. But having implied a spike in

Germany: Unemployment & job vacancies

Spain: Employment

0.90

0.85 -
0.80
0.75 -
0.70 -
0.65 -

0.60 -
0.55 -

0.50
Jan-16 Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24

3.0

129
128
127
126
125
124
123
122
121

2.0

‘ Vacancies Unemployment claims (rhs)

250

200 | 0008

150 +
100 +

50 -

0
50 /

-100
Jan-16

(-245) || (-662) mn

Jan-18 Jan-20 Jan-22 Jan-24

‘ Employment change Employment level (rhs)

215

1 21.0
1 205
1 20.0
1 195
1 19.0
1 185
4 18.0
4 175

17.0

Source: Macrobond and Daiwa Capital Markets Europe Ltd.

Spain: Unemployment

Source: Macrobond and Daiwa Capital Markets Europe Ltd.

Euro area: Employment expectations indices

150

(+325) || (+359) mn

100 | 000

50\
0

\—'J

50 | 1
-100 -

-150

-200
Jan-16

Jan-18 Jan-20 Jan-22 Jan-24

Unemployment change

Unemployment level (rhs)

4.5

1 40

1 35

3.0

125

2.0

120

Index
115 + A

110
105

100

95 4

:

Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24

Euro Area Germany

Spain

France ‘

Source: Macrobond and Daiwa Capital Markets Europe Ltd.

Source: EC, Macrobond and Daiwa Capital Markets Europe Ltd.



https://bit.ly/3QXBakC
https://bit.ly/4bzhg7H

Europe Euro wrap-up 04 June 2024

Daiwa

Capital Markets

cost burdens in April — associated not least with the near-10% hike in the National Living Wage — the survey also suggested
an easing in price pressures, with the input cost index dropping to the softest for more than three years and the prices
charged index also down to its lowest in three years.
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European calendar

Today’s results

Economic data

Country Release Period  Actual Megl;i(\al\tlgtf)grs;r;sst':s/ Previous Revised

Germany _— Unemployment rate % (change 000s) May 5.9 (25) 5.9 (8) 5.9 (10) -(11)
Spain == Unemployment (employment) change 000s May -58.7 (62.5) - -60.5 (40.7) -
UK _: : BRC retail monitor — like-for-like sales Y/Y% May 0.4 1.2 -4.4 -
Auctions
Country Auction

Germany M sold €3.69bn of 2.9% 2026 bonds at an average yield of 3.01%
UK B sold £2.0bn of 4% 2063 bonds at an average yield of 4.557%

Source: Bloomberg and Daiwa Capital Markets Europe Ltd.

Yesterday’s results

Economic data
Country Release Period  Actual Mg;ﬁs;?g:;gzlf/ Previous Revised
Euro area B8 Final manufacturing PMI May 47.3 47.4 45.7 -
Germany ™ Final manufacturing PMI May 454 454 425 -
France l l Final manufacturing PMI May 46.4 46.7 45.3 -
l l New car registrations Y/Y% May -2.9 - 10.9 -
italy [l B Manufacturing PMI May 45.6 47.9 47.3 -
B B New car registrations Y/Y% May 6.6 - 7.5 -
Spain = Manufacturing PMI May 54.0 52.5 52.2 -
== New car registrations Y/Y% May 3.4 - 23.1 -
UK  E$=E Final manufacturing PMI May 51.2 51.3 49.1 -
Auctions
Country Auction
- Nothing to report -

Source: Bloomberg and Daiwa Capital Markets Europe Ltd.

Tomorrow’s releases

Economic data

Country BST Release Period Mg:i(\e/\t/ :?grseecr;::s/ Previous

Euro area [J 09.00 Final services (composite) PMI May 53.3(52.3) 53.3(51.7)
BB 1000 PPIY/IY% Apr 5.3 7.8

Germany ™™ 0855 Final services (composite) PMI May 53.9 (52.2) 53.2 (50.6)
- . New car registrations* Y/Y% May - 19.8

France [l B 07.45 Industrial production M/M% (Y/Y%) Apr 0.5(0.7) -0.3(0.7)

B B 0850 Final services (composite) PMI May 49.4 (49.1) 51.3 (50.5)

italy [l Bl 08.45 Services (composite) PMI May - 54.3 (52.6)

Spain == 08.15 Services (composite) PMI May - 56.2 (55.7)
UK  EFE 09.30 New car registrations Y/Y% May - 1.0

EEE 09.30 Final services (composite) PMI May 52.9 (52.8) 55.0 (54.1)

Auctions and events

Germany ™ 1030 Auction: €3.0bn of 2.4% 2030 bonds
UK  E$5 10.00 Auction: £4.0bn of 3.75% 2027 bonds

*Approximate date of release. Source: Bloomberg and Daiwa Capital Markets Europe Ltd.
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Access our research blog at:
https://www.uk.daiwacm.com/ficc-research/recent-blogs

This research report is produced by Daiwa Securities Co. Ltd., and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited (“DCME”). DCME is authorised and regulated by The
Financial Conduct Authority and is a member of the London Stock Exchange. DCME and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing
transactions with the issuers of the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the
Securities or derivatives or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of DCME and its affiliates
may have positions and effect transactions in such the Securities or derivatives or options thereof and may serve as Directors of such issuers. DCME may, to the extent permitted by applicable UK
law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients.

This publication is intended only for investors who are professional clients as defined in MiFID Il and should not be distributed to retail clients as defined in MiFID II. Should you enter into investment
business with DCME'’s affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits
of the Financial Services Compensation Scheme may not be available.

DCME has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at http://www.uk.daiwacm.com/about-
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Explanatory Document of Unregistered Credit Ratings

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 27 of the Financial Instruments and
Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:

https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf. If you need more information on this matter, please contact the Research Production Department of Daiwa Securities.

IMPORTANT

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your own discretion and risk.
Content herein is based on information available at the time the report was prepared and may be amended or otherwise changed in the future without notice. We make no representations as to the
accuracy or completeness. Daiwa Capital Markets Europe Limited retains all rights related to the content of this report, which may not be redistributed or otherwise transmitted without prior consent.
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